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EXECUTIVE SUMMARY

TITLE: The Changing Face of Central Europe aver the Next

Decade.

Author: QDavid G. Morris, Wing Cammander, RAF.

The next decade will see many changes in the
poclitical, military and economic stracture of Central Eurcoe.
Many factors will have contributed to that change, but no ons
person will have had a greater impact on events than Mikhail
Gorbachev, the charismatic leader of the Soviet Union. This
paper examines the impact that the events of the past five
vears will have on Central Eurape. Specifically, it addresses
the changes in East/West relations both militarily and
politically; it analyses the problems facing Eastern and
Western Europe as they move closer towaras financial
integration i1n the 90s. Finally, it assesses the ef+ect that
the European Community’s 1992 programme will have on U.S.

economic relations in the years ahead.
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CHAPTER 1

INTRODUCTION

In March 1985, Mikhail Gorbachev came to power in the
Soviet Umnion. His arrival heralded a new era in Soviet
diplomacy for which the world and the Western nations in
particular were totally unprepared. In his efforts to bring
about domestic and foreign policy changes, he introduced the
world to "glasnost" and "perestroika". 0On defence matters, he
talked of a new "defensive' policy and, more recently,
"reasonable sufficiency" both of which reflect a major shift in
Soviet military doctrine. However, it has only been in the
last nine manths that the greatest impact of these reforms has
heen felt. By December 1989, communism had almost certainly
lost five countries: Poland in June, Hungary in October. East
Germany in early Naovember, Czechoslovakia a fortnight later and
finally Ramania in December. By mid~19%90, all the Soviet
Union’s Warsaw Pact allies except Romania will have held at
least semi~-free elections and Soviet troops will have been
withdrawn from many of these Eastern Eurapean countries (1:14),
All these events will have a profound effect uon the shape and
future domestic and foreign policies of both Eastern and
Western Europe.

This paper will assess the impact that the events of




the past five vears will have on Central Europe over the next
decade. Specifically, it will address the changes on tast/west
relations both militarily and peolitically; it will look at the
problems facing Western Europe as it moves towards financial
and political integration in the 90s. Finmally, it will assess
the effects that the European Community’s 1992 programme will

have on both U.S5. relations and world trade in the years anesxd.
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CHAPTER 11

EAST/WEST RELATIONS

Over the next ten years, the problems facing Euraope’s
political lesaders wil' centre on the stability or instapciiity
oFf Eastern Europe and on the econaomic and political
developments within the European Community. However, more

importantly, it will depend on the progress made in reshap:ng

1

Europe’s security arrangements to counter the reduced perc=ivedg

L

threat from the ebast (2:80).

The Perceived Threat

Already, fewer peaple on both sides of the cantval
Euronean divide feel threatened by each other. The
Intermediate Nuclear Forces Agreement, the congoing Convertional
Forces 1in Europe (CFE) negotiations, the braa

+ the

~1na

N
9]

Berlin Wall and the "social democratization” of Eastern Eurcne
have demonrnstrated just how much the situation has changed.
Even Americans now believe that the military threat tno Western
Eurocpe is over. In Washington recently, the U.5. Defence
Secretary in justifying proposed reductions to the Pentagon
budget stated that it was now csafe to cut spending because the
threat from the Warsaw Pact was diminishing rapidly (J:A17).
So what effect therefore will these new perceptions cf the

threat have on the balance of forces in Europe?

A




lroop Levels in Western Surope

Even without a further arms reductions breakthrough, 1t

is inevitable that troop levels within Europe will reduce.
Agreement on current CFL negotiations would mean that the US
would withdraw some 30,000 troops from Western Europe and the
Soviet Union would have to demobilise about 2735.7207.
Effectively, this would limit American and Soviet troops 1n
Europe t-~ 275,000 on each side. In late November 1989,

the Bush Administration even went further by admitting Ltnat 1r
the nmext round of talks on CFE, it did not discount the
possibility of a reduction in U.S. troop levels down to

150,000 (32:R16). Many Western Eurgpean nations ars also unoss

it}
t
5
}
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s

continuing pgolitical and economic pressures to reduc

{

active forces: the United Kingdom is committed by 1he wWestsn»
European Union to maintair 55,000 troops 1n West Germany,
however, financial pressures may lead to a cnange 1n rar
attitucde. The Benelux countries contribute 4 divisiomn:s bo Siho

defence of West German, but, her= agaln, a percentior of =

b

reduced Sovi=at threat coupled with fiscal praoblems will
certainly lead to a review of their current comm: iments,
Finally, West Germany itself is encountering demegrach:ic arid
domestic p-oblems that will lead both to a reductian 1n trieir
armed forces and to an increasirg call for a reduced Alli=ac
military presence in thelr country: a declining rpopulation
w1lll certainly mean a reduction in thelr active armed Fforoczs

ard, as the threat appears to reced= turther, agreater will

heccme the call f2r a lowering of tre 400,000 A1lied troomec




currently deployed i~ West Germany (4:24),

In Eastern Europe, there are clear si1gns that 1noresas:
democrati_ation 1s also leading to reduced militarwy
expenditure: Hungary ana Poland have both announced defence
cuts of 29% over the next two years (2:82) and, even in the
Soviet Union, cuts of 1% in the 1988 militaryv budget shaow a
reversal of the trend in military spending. Eaually
importantiy 1n terms of East/West tensions are the recent calls
by certain Eastern European countries for reductions in the
scale of Soviet forces based in Warsaw Pact territories:
Hungary, on 16 January 1990, requested that all Soviet troops
be withdrawn. Czecheslovakia’s Foreign Mirister recently
pointed out that, since Moscow had admitted that the 13&8
invasion was "illegal", then there was no valid reason for thre
70,000 to 75,000 Soviet troops to be stationed 1n his country.

Finally, Polend has requested tharn cuts 1n Soviet for

[

.’__?S a}‘i}
made and that existing treaties are ravisea. A1 of thoze

sverts point towards ncht only a significans chande 17 +o-o0s

i

chan

D

i

levels 1n Europe but also to possibl 2E 1 ThE ot TR

(I}

i
(9]

of the MATO and Warsaw FPact Alliarnces “nemselvs

The Future of the Alliances

NATO, despite cantinuing debates on defsnge bDuds

iD
ot
1]

,
n
\

how member nations shoitld share the collective burden. wil

y—s

renain vital to BEuropean secuvity for many yoave Lo come.
However, changes are 1nevitable 11 the gi1oe

functicn oF the Alliarcs (T 74

NECR N 16 orhe Souiet Unicn o oul

1
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forces back within its borders, as naow seems quite li1bel ./,
the warsaw Fact reduces 1ts armed forces significantly, th

I

thare could bBe a [S% to 20% reduction 1n NATD forces cvar

next five years (2:93). The Belgiums have alreadv expressed

wish to withdraw their 25,000 troops from West Germany 7

and ecoromic pressures from within the U.S. will certainly
to even greater reductinrns 1n American forces in the near

future, Fowevee, whatever th

Y

cutsacks, Slliarmce wt

-+
3
il

“2nal~ tha central link between trhe U.S. and Westaerm Do oo
and, to this end, there must always be Americar troons 10
Fu-agpe until such time as Eurmone establishes for i1tsel¥f oz

new stability (&:13). Ever then, zome Europeans will cont
; s 8]

to wart a Y,S., ores

0
o

nce 10 turope bothh to cournter nobt jus

T

s.111 very powarful, nuclear Soviet Union but also to p-av
counterbalance to what by 1992 covld be a reunified, or o
even, neutral Germany (6:34),

Bt what of the Warsaw Pact? Poland has slmrs«

]

democracy: tiungary 1s likely to gt thevrs latsy “his S
Ezzt Germany arnd Czechoslovakia 3re rnoht far benind. R

four, Poland, Hungary and Czechoslovakia have alr

m
W
=

the Soviet Union to withdraw forces from the territor

i
i

it is trhey that are the very heart of the Waorsaw Fact cuts
the Soviet Union (6:53). The Commander in Chief of tke Un
Armed Forces of the Wavsaw Pacct must now wonder justi how
respcnslve tnose countries wculd be to Soviet bidding (9::
Howevay, although the Warsaw Pact 15 experienc. 1g great

1nto2rnal turmoil, 1t is needed 1f f3v no other reas n than
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maintain peace

present period of resurgent nationalism,.

in Eastern Europe particularly rivring the

Also, despite

the

impression given by bBorbachev that he has virtually written off

Eastern Europe politically,

it is very unlikely that he

allow any of these countries to leave the Warsaw Pact at

1n the foreseeable future

decade altnough not

rot for
continue

However,

Both Alliances will be with

the

to

1M

prohability

with less emphasis on military

(9:A17).

perhaps 1n their present form

same r In the

it

aAasoOnNs. 1mmediate futurs

be neecded to oversee continuing arms

the long-term, the Alliances will in all

bzcome more politically orientated instituot:

functions.

us throughcut the nex

ars car

would

least
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CHAPTER 11

AN INTEGRATED EURQPE

Changes in the military structure of both Eastern and
Western Europe during the 90s are inevitable. Furthavymore. as
the east European countries mave further away from Soviest
military dependance, they will begin locgking towards the West,
particularly the European Community (EC), for greater finarcia
support and eventual economic integration. Already, there 1is
talk within the Community of "broadening'" 1ts membershipg to

include some Eastern countries. However, any such move could

rt

lead to a delay in the creation of the single market 1n 1970

ir

which the President of the EBEuropean Commission and the major:
of members are now committed.

The European Community

U]
m
0
HY
L
3

1992 should see the acdoption of the Singl
Market when all trade barriers between the states of thes £C
should come down. In addition, it could see the establizhmen
of economic and maonetary union (EMU) as well as the acceptancs
of a "social charter"” of employment rights. The current
President of the European Commission alsa wants to tabe

integration a stage further. He wishes to make a Eurzo=an

i

government more accountable and for 1t to become rescoonzible

u

for establishing a single foreign policy embracing toth

tJ




security and defence - his aim is to create a deeper Cocmmunity
leading eventually to a Federal Europe (10:55). Currently,
only the British Prime Minister is strongly opposed to
"deepening” the Community. She dislikes the idea of monetary
union, believes that Europe’s defence should rest with NATO and
1s against relinquishing national sovereignty to a European
parliament (11:58). Furthermore, although not advocating
immediate entry i1nto the Community, she has stated that she
would prefer to see the ELC assisting 1n the democratization of
Eastern Europe by establishing some form of associate trading
status within the EC. However, her preference for "broadening”
1s seen by sceptics as a way of deferring EC acceptance of EMU

and the "social charter”" bevond 1992 rather than a cdeslibera

[nd

i

effort at Eastern European economic integration within the EC.

The Economic Future of Eastern Europe

So what does the economic future hold for Eastern

Europe? Despite the EC’s apparent reluctance to cpen 1ts Zoo-s

t

0 BEastern Evuropean countries before 1992, 1t would roct be an
the long—-term 1nterests of e:rther the Communlity or kWsshern

Eurcpe 43 & whole to derny Eastlern Europsans Lk

0l
0
0
@]
3
0

3
u]

support that they so desperately seesk. So in the meantime, tire
problem is how Dest to assist them 1n their efforts at

democratizat:ion whilst at the same time preparing them #

0

v + oo

—

veallities of economic competition 1n a free European mairket,
In the opinion of many within the Community, merely 1nj)ectindg

forei1gn capi1tal 1nto Eastern Europe 1s not the arnswer (12:110.

)

J

It reqguires more thanm t

8]

at., Fivet, 1t 15 2zsennizl f3v tnho
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Western BEuropean nations to open their bhorders to trade and to
participate fully in techrnological, cultural and =conom:ic
exchanges with their East European neighbours. Secend, 1t will
require a corresponding commitment by the East Europeans to
reform their economies and to adopt a more free-market approach
to commerce. But then even after proving their economic and
democratic credentials, there will still be many obstacles to
successful integration within the EC. They will still nave r<
wait their turn behind Turkey and Austria both of whom hzave
already applied for Community membershin and, more importantly,
they will need to reflect on how they see their future as
defensive allies of the Soviet Union. This they will need to
do because if the EC does "deepen'" its political base in 139%Z
and includes both defence and common security in its charter,
then clearly applicants for membership to the EC would have to
be at least neutral. Even in the present circumstances, that
might be too much for the Soviet Union to take as it would 1n

time irnevitably lead to the dissolution of the Warsaw Pact as

bt}

defensive alliance (11:38).

Another option to the Eastern Europeans might be to
apply for entry into the Eurapean Free Trade Association
(EFTA): four of its members are neutral - Austria, Finland,
Sweden and Switzerland - and two are members of NATO - Ic=land
and Norway, and it has virtually none of the policy machinery
of the EC. However, EFTA members are richer and their
economies are more market-ori=antated thanm many of those within

the Communit.y. Economically therefore, thevrzs would ei1st an

10




even greater gap between the EFTA nations and those of Eastern
Europe (11:38). A third and possibly more plausible option
open to the East Europeans could be to seek some form of
Association Agreement with the EC so that, even if the
Community did "deepen” in the coming years, East . tropean
countries would not be required to adopt a neutral status.

Al though such agreements are normally more difficult to acquire
than cooperation agreements — they need unanimous approval o+
Community members ~ they are in the long term more valuabls
economically to the associated caountry.

The Future of East/West Economic Relations

The development of East/West economic relations in the
Q0s will depend on the path that the EC elects to take over the
next two years. The Community has two options: it can follow

the line advocated by the President of the European Commissio

3

and adopt a '"deepening" policy tao include security and detercse
or it can look to "broadening” the Community with the
acceptance of new members. The strongest supporters fo-
"deepening" are from France, Italy and from within the Eurcpean
Commission; all of them believe that the current upreaval 1n
Eastern EBEurope should not slow down the process of EC
integration (13:30). They want the present 12 members toc form
a tighter union just as soon as is possible. However, i1f the
Community does elect to "deepen”, then it risks alierating the
British and the West Germans both of whom wish to sce a hroader
not deeper Community. Britain is totally opposed. but West

German concerns are centred upon the issues of defence and




European security which, if included in EC policy, could bar
neutral countries from EC membership. She would prefer to see
a "neutral" Community that keeps its doors apen to neutral
states such as Austria and Sweden and also to those East
European nations that reform their economies enough to join
(14:2). In the final analysis, West Germany would certainly
reject any deepening that for political reasons prevented East
Germany from eventually joining the EC (135:14).

0On the other hand, "broadening'" would slow down the
process of integration. A Community of 16 or more would find
it even less easier to agree than the current 12 members and so
the chances of reaching a consensus on such issues as Mmoneta: vy
union or aon a common defence would be inevitably delayed.
However, those in favour of '"broadening" believe that row 1s
not the time for the Community to turn its back on an ex-
communist East. They argue that a closed door policy towards
Eastern Europe could encourage nationalism and intolerances
towards their rich Western neighbours (135:350).

The President of the BEuropean Commission trhersfore
faces a very difficult decisiogn. Does he persue his preferved
"deepening” policy which would now meet with strong opposition
from West Germany as well as Britain or does he defer to tnrnose
who wish to "broaden” the Community? Although the EC wculd be
prepared to turn 1ts back on Britain, 1t nzeds West Coermany.
Aflready, bWest Germany alune accounts for ZS% of the entirs
gross national product of the EC and 15 the single most

important trading partner of »2lmost every others Europezn




country. Furthermore, it would not be in the interests of the
Community to acaopt policies that ignore the concequences of the
"German Question” and so force West Germany to adeopt possibly a
neutral status outside the EC.

On balance, therefore, the seemingly best course of
action for the EC to take over the next two years will be to
persue a limited "deepening” policy whilst at the same time

negotiating Association Agreements with the naticone of Eastern

ot

Europe. The Community will probably agree to EMU and to thne
"civil ctarter” but will defer the issues of common security
and defence until a later date. This approach will offer the
best compromise and will satisfy the interests of both parties.
it will leave open membership to neutral countries thus
lessening some of West Germany’s concerns. At the same time,
it will also allay some of Britain’s doubtsiover loss of
sovereignty. For the Eastern Europeans, it would mean access
to the wealth of Western Europe without political strings.

Over the next decade, the EC must open its doors to all
European nations that meet the necessary membership conditions.
In the process, it will help to transform European security as
neutral countries become more closely involved 1n Eurape’s
political structure and as Warsaw Pact countries begin to

develop economic ties with NATO nations (2:82).




CHAPTER III

THE GERMAN QUESTION

The West German Plan for Reunification

The greatest obstacle to a truly integrated EC 1s the
guestion surrounding the future of East and West Germany.
Prior to the breaching of the Berlin Wall on 2 November 1929,
the vast majority of Germans saw unification as a distant aim.
Now West Germans in particular see it as an achievable goal
within the next five years. At a meeting of the West German
parliament in late November, their chancellor announced h:s
three stage plan for unity. The first would have to hbe fres
elections in East Germany. In the second stage, he envizag=sz

the establishment of a loose confederation involving govevrment
comimittees to co-ordinate policy and a body drawn Fraom the
members cf both parliaments. The final stage, unificaticn,
would be the integration of both states into a Fedsral Republ:ic
within the EC (16:36). He neglected to mention, however, the
timescale envisaged or what role a united Germany would or

could expect to play in an integrated Europe or NATO.

Effect on European Security

Whatever thea time-scale, the thought of a reunified
Germany is to some a very unattractive if not destabilisirg

praoposition, Neither the European powers, the Soviet Union nor

14




the U.S. are totally in favour of a single Germany but, 1f it
is the wish of the German people, there is very little they can
do to prevent it. Their concerns are not based on historicail
fears but rather on the impact that reunification would have on
NATO, the Warsaw Pact and the security of Europe. It is
inconcelvable to imagine a Germany part of which ig still
aligned with NATO whilst the rest remains within the Warcsaw
Pact. A unified Federal Republic of Germany either has Lo o=
neutral, totally aligred with NATO or with the Warsaw Fact.
There can be no middle road.

A neutral Germany would not be a demilitarised one. It
would possess the biggest army in Europe outside of the Soviet
Union and, even if it remained non-nucle~r, would give
considerable cause for concern to both West and certain East
Europeans alike (8:14). German neutrality might suit the
Soviet Union provided that a new Federal Germany accepted its
post-war borders as final. It would not, however, meet with
the support of all West Europeans. NATO would lose both West
German territory as well as one of her strongest military
allies. Furthermore, unless France decided to allow American
troops back on French soil, U.S. forces currently stationed aon
West German territory would return home. If this did happen,
NATO could find itself unable to resist a surprise attack bv
the Soviet Union even without the support of its Warsaw Fact
allies (17:592). A unified Germany aligned to NATO zlorne would

undeyr the precsent circumstances prove totally unaczceptable t

8}

the Soviet Union. TrHe latter would lcse i1tz best and lar

i)

W
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non-Soviet army as well as access to the only country bordering
NATO that is still prepared to tolerate Soviet troops (17:5S2).
Furthermore, 1t would even have to face the prospect of NATO
troops moving into East Germany. However, it ics not
inconceivable, although in the author’s view unrealicstic, that
an agreement by NATO not to position troops in an eastern
Federal Germany might prove sufficient to gain Saoviet support
for such an alignment. The +inal option would ke for a

reunited Germany to be aligredg solely with the Warsaw Fact.

t
—
B

the present climate, this is unthinkable. As a military
alliance, the Warsaw Pact has virtually ceased to exist ard,

furthermore, such an aligrment would be totally unaccenta

r
el
ot

1

all but the Soviet Union. The most likely outcome 1s tn

(R4

i

unified Federal Republic of Germany will become neutral.

Although such a move would not meet with the wholehearted

N

approval of all concerned parties, it is thi: only resalist:
option to the two Germanies row that reunificaticn :1s
inevitable.

The Role of 3 Unified Germany in the 90Cs

The guestion that now remains 18 what role wilil =
unified Germany of 80 million people have to play 1n the Eurons
of the 90s. A reunited Federal Germany with more than &&72.000
people under arms will be a daunting prospect, even 1n today’'s
climate, and so every effort must be made now to anchor West
Germany into Western Europe. Should a reunified Germany elect

to become neutral, then the only option open to the West

Europeans is to ensure that the new Germany is bound firmly

16




into the EC. It is therefore extremely important that current
decisions affecting the future of the Community should not
ignore the German view. This means that the subjects of
foreign policy, defence and security should continue to remain
outside the Community’s political cortrol at least for the
foreseeable future. Economically, it also makes sense. The EC
needs West Germany almost more than she needs the EC. With a
gross national product (GNP) that evxceeds botih Britain’s zandg
France' s and a currency that is Europe's strongest, the Gozvrman
economy is central to Europe’s success in the years ahead
(2:80). A united Germany outside of both NATO and the EC waould

not necessarily be a military threat, but, with her

U
2
B

industrialised might and a GNP estimated at $1.4 trillicn,
would become the overwhelming economic power within Eurcpe.
German reunification is no longer a dream. It will

become reality and the rest of Europe must be prepared for :Li.

ot
#!

Although it will take the Germanries some considerable Tias

achieve total reunification, a loose contederation as suggsSstes
by the West German chancellor in Novemper 1789 canncn e <3
AWEY . Tre EC must be ready. The mambers of tha EL must mow

defer to German wishes and shelve any ideas they may have about
shaping a single foreign policy embracing both defence and
security at least for the immediate future. This will permit
the EC to anchor either the loose confederation or a neutral
Federal Germany firmly within the Community. This intea-aticn

15 e2ssenti1al 1f, as would seen lirely, West Germany 1s forced

to withdraw from MATO as a result of reunifilication.

17




CHAPTER IV

THE EUROPEAN COMMUNITY AFTER 1952

Notwithstanding the progress that has already been maae

¢

towards economic and political urmion within the EC, man.

barriers still exist. The question of EMU vemairs 53 cass

T

agreement on the "civil charter” and well as on the future cC
the EC’s single foreign policy. Disagreements are aiso cti1l!l
in evidence on automobile production and within the =nzeg,
transportation and telecommunications industries (182:175,
However, these problems are not unsurmountable and with a
populatiorn approaching 320 million and a combined gross
national product of $4.2 trillion, the EC will in the coming
years become gne of the world’s strongest ecoramic cammunities
ahead of Japan at #3.0 trillion and approaching tne U.S. at
$4.8 trillion (192:17),

Broadening the Community

Already many European nations outside of the EC
including some of the neutrals are beginning to see the
possible penalties of exclusion. O0f the EFTA countries for
example, Austria has now applied for membership, Norwa, will

follow suilt after 1992 and Sweden, Finland, Iceland and sven

-t
J
0

Switzerland are all looking to develap closer ties with

iTl

Community (2:80). MNot forgetting of course the East Eurng

0
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nations all of whom are looking towards trhe E
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improvement in trading relations. However, 1+ t

1
|

benetit fully from a more integrated and competitive 1ntern

o

market then it must corlinue to remain neutral armrd to keep 1ts
doors open not Jjust to Europe but to th> world.

The Lowering of Trade Barriers

Within the EC, 1992 will herald a sigmficant move

1

towards a lowering of internai, 1nt . Suvopean hoor- ooy [
will thnerefore l=ag to 2 frzer $low of goods, servics:i i

4

capirtal throughout the Community. However, 1+ the acv

gairned thrcougn the lowering of 1nternal uvarriers ars mot Lo o3

lZst, then there must also b2 a corresponding lowsvying o<
s«tzr nal 2conocmic bar-1ev s Tre EC must nct bezome "5 oo ozos

Zurope’. It would be wronrng bzoth from a political and sco~oo i
standppolnt For the EC +tg 1zolate i1tseld from worla cmavieeoo.
T™M1s would ocrly lead to orotscti10onlst policias and a3 o 1A
Lrade war Ltoar i 2ueeryore would be o a lossy (200150
“eT. LiTwS SO oLe EocopEan Dong Tty

J.2. sconomizil’ Lsiews an the su. 1=2ct of the o T
vary corsider-abl, Tomne gze 1997 a5 oan 1mportant onocrtor gt

oy Amer lcan 1ndustr s, otners view bthe o cone with o an o

aporehersiocn., S Few sceptlTs +fear thgose barvicers remoosl

1ntermnall, 1n Zurcope will simpiv be re-erected axtaercal v o
restrrcht UDLS. acc2s3zs to the EZ marksth,

Tre cptimists belisve that a stvorg BEuvoosa ooa -of
wilil 2oen up new oppaortuntitties for Amevicran flrms anrc
1nvestment (2104727, Since 17270, U.5. erports to tre ED kLo
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increased ei1ght- fold and direct

investment has jumpad from Z5%

tu 40% (22:19). The optimists predict that this trend will

continue throughout the 90s and that the prospects for those

firms already establiskhaed in Europe could not be brighter.

The pessimists view the situation somewhat differently.

They point to five areas where the EC will pose a major

challenge to U.S. exports tc the Community. First, they

sSee a4

unifiad Eurcpean market creating an industrial compsth:it

L]

1

that will enable 1t to unrndersell many American goods and

services thus weakening rather than strengthening an alrsady

troubled U.8. trade position. Second, many exporters believe

that access to the BEuropean market may be restricted 1nm ordsy

il
:
i

to gi:ve Europ

o
I

an industry prefersntial treabtment., Thaird, ©

predict that tne Community 1s likely to use i1ts new-Ffourn

2CONCMIC POWEer 1N suppcrt of 1ts exporters (23:107). Foursn,

they are concerned that even those American companies 31

1

tablished

m
U

within tre EC may fing

[0

that distinction

Ur
»

'

v

i

made pehw=en native Lurope2an companies and those trhat o2
roreilgr-based (22:1350. Finally, scme contraciors witiin oLy -
tech 1ndustrie= fear tnat the lowering of trade barrieccs

throughout Eurcgoe will lead to the transfer or critizal

techncinglss tc the

Unooubtedly, the eztablishment of 3 new 2ccnomic

super-rpIwe- 1n 1952 will not bBe without 1ts problesms. but o
U.3. ma3 movre 2 gain than to lcze from BEurcpe (752, It




Wwrong with tno rest cf the world's ecoromies and a bloagsry ana
tetter macbet ror U.S, products and services, Trhe [attoe
should helo si1gniticarntly to reduce the U.S. balarce of trace

1n the years ahead (23:108). However, 1f Ameri1can firms are *

o)

make the best of these opportunities, they must act rcw to

.

establish themselves within that new market, The competit:

12

iy

will be very tcugh, but the results 1n the lorg term will &

Wt 1t




CHAPTER V

CONCLUSION

The next decade will see many changes in the political,
military and economic structure of Central Europe. Many
factors will have contributed to that change but no one osrsoan
will have had a greater impact on 2vents than Mikhail Gorbschew
the charismatic leader of the Soviet Union.

Over the last nine months, communism has lost five
countries. In the months ahead, "social democratisation”
throughout Eastern Europe will continue to effect the political
scene and also the level of forces available to the Warsaw
Pact. As the perceived threat to Western Europe recedes, so

will the commitment aof forces to NATO. These events will

tf

inevitably lead to changes both in the structure and function
of the Alliances in the future.

Recent events in Eastern EBEurope will also affect the
process of economic and political changes within the European
Community. As more East European nations look to the west for
improved trade relations, so their attention will become
focused on the EC. However, 1t would not be in the intere. ts
of either party to rush into things. Issues such as a comnmon
EC defence and <ecurity policy. economic and monetary union and

the "sacial charter” will need to be resclved by the Communis.

N}
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I
cannot expect 1mmedla
t ey

“t
it

[£2]

first. Even then, the East Europeans

and automatic entry. Other nations are already ahead of =m
as yet, the economies of the East Europeans
the

=conomic

in the gueue and,
are no match for those of the market-aorientated Western
Despite the distractions from Eastern Europe,

is continuing to press ahead towards full

nations.
Community
integration in 1992.
The only ireally major obstacle remaining 135 the 1332
of German Unity. German reunificaticn i1s inevitatble. The
neutrality of a new Federal Germany is a distinct possibility.
Therefaore, any decision taken by the EC which would includs
defence and security as part of its common defence zolic, must
pe considered very carefully otherwise a2 reuniftsd recti-al
Federal Germany coul!d be driven out of the EC as well s NATT,
This cannot be allowed to happen. The EC must take accourt oF
West German wiches and adopt a foreign policy which arsures
that a veunited Germany stays anchored to tre Communite.
4 fully integrated Europesn Community 1n 1992 i ld
nerald the arrival of a NEwW 2CoNoOM1cC SUPeroowsy Some
Am=rican eccnomlists view the prospects with apprenersicn:
others see 1t as 2a ogpportur:ity for the U.5. to 1morove 1t
balance cf trade and to strengthen 1ts commercial lints witbg
Euraope. However, whatever the problems, the U.S. must bo eac
to accept the challenge and so take advantage of a marwet that,
will be expanding not just withain

by the turn of the century,
into Eastern Europe as well.

the Community but
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